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Independant Auditors' Report

Superintendent and Board of Education
whitefish Township Community Schools
Paradise, Michigan

We have audiled the accompanying financial siatements of the governmental activities, ecch major
fund, ond the aggregate remaining fund information of Whitefish Township Community Schools, as of
and for the yeor-ended June 30, 2004, which coliectively comprise the Scheol District's basic financial
statements gs listed in the table of contents. These financial staotemenis are the responsibility of the

School's management. Ow responsibility is to express opiniens on these financial statements based on
our audit,

We conducted our audit in accordance with auditing standards generally accepiad in the United
States of America and the standords applicoble 1o financial audits contained in Government Auditing
Standards. issued by the Compirolier General of the United States. Those standards require that we
plan and parform the audit to obigin reasonable assurance about wheiher the financial siatements
are free of material missiatement. An audit includes examining, on ¢ test basis, evidence supporting
the amounts and disclosures in the financial statements, An cudit alo includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement preseniation. We believe that our audit provides a reasonable basis for aur
QpINIons,

In our opinion, the financial statements referred o above present fairly, in all matericl respects, the
respeclive financial posifion of the governmental activifies, each major fund, and the aggregale
remaining fund informaiion of Whitefish Township Community Schools, as of June 30, 2004, and the
respective changes in finoncial position, thereot for the year then ended. in conformity with
accouniing principles generally accepted in the United Stales of America.

In accordance with Government Auditing Standards, we have also issued ocur report dated August 10,
20064, on our consideraiion of Whitefish Township Community Schools' internat conirol over financial
reperiing and on our tests of its complionce with certain provisions of lows, regulaiions, conifracts,
grants, agreements and other matiers. The purpose of that repori is fo describe the scope ©f our iesting
of internal controi over financial repoding ond compliance and the results of that testing., and not fo
provide an opinion on the internal conirol over financial reporting or on compliance. That report is an
infegral part of an audit performed in accordance with Government Auditing Stondards and should
be considered in conjunciion with this report in considering the results of our acudit.
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whitefish Township Community Schools
Paradise, Michigan

The managernent's discussion and analysis and the budgetory comparison information are not ¢
required part of the basic financial siatements but are supplementary information required by
accounting principles generally accepted in the United Staies of America, We have applied certain
limited procedures, which consisted principaily of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not qudit
the information and express no epinion onii.

Cur ovdit was conducted for the purpose of forming opinions on the fingnciol siatemenis thot
collectively comprise Whitefish Township Community Schools' basic finoncial siatements.  The
accompanying other supplementat information is presented for the purpose of additional analysis and
is noi a required part of the basic financial statements. Such information has been subjecied 10 the
auditing procedures applied in the audit of the basic financial staterments and, in our opinion, is fairly
stated in all material respects in reiaiion to the basic financial statements faken as o whole.

&d& ,%&wﬂﬂmim.

CERTIFED PUBLIC ACCOUNTANTS
Petoskey, Michigan



Whitefish Township
Community Schools

P.O.Box 58 » 7221 N. M-123
Paradise, Michigan 49768
Phone (906) 492-3353 » Fax (906) 492-3254

Patrick Rowley, Superintendent/Principal
Management's Discussion and Analysis

Overview of the Basic Financial Statements

Whitefish Township Community Schools' basic financial statements include government-
wide siaiements, fund financiat statements ond noies to fhe financial sigterments. This
report also contains required and other supplemental informatfion in addition o the basic
financial stotements,

Government-wlide Financial Statements

The government-wide financial stotemenis report informotion on all of the School's
nonfiduciary funds. The governmeni-wide statements are designed fo provide readers
with o broad overview of the School's finances, in a manner sinilar to a private-sector
business,

The Statement of Net Assets displays all of the School's assels and liabilities, with the
difference reporfed as net assels, Al long-term cssefs and debl obligations are
presented.

The Stalement of Activities focuses on the gross and net cost of the various functions
within the School {instruction, support services, etc.), which are supporied by the School's
general revenueas {property taxes, unrestricted Siate Aid, etc ),

Fund Financial Statements

The fund financial statements report on the governmental funds, with an emphasis on
maior funds. Major funds are determined by the level of activity within the various fundgs.
The focus of ihe fund financial statements is on the sources and uses of funds during the
curent year.

The fiduciary fund is also presenied, separate from the governmenial funds, due to the
fact that these assets do not represent assets of the School. These assets are not
presented os part of the Government-wide financial statements.

Whitefish Township Community Schools mainfains five individual governmenial funds.
information is presented separately in the governmenial fund balance sheed and the
governmenial fund statement of revenues, expenditures and changes in fund balances
for the General Fund and Cafeteria Fund, which are considered majer funds. Data from
e other three governmenial funds are combined into a singie, nonmajor governmenial
funds column. Individual fund data for each of these nonmajor governmenial funds is
provided in the form of combining statements in the Other Supplemental infermation
section of the report.

“Working Together Committed to Success”



Notes fo the Financial Siatements

The noles provide addifional information which is essential to a full understanding of the
data provided in the government-wide and fund financial statements.

Govemment-wide Financlal Analysis

The table below summarizes the School's net assets as of June 30, 2006

WHITEFISH TOWNSHIP COMMUNITY SCHOOQLS
Statement of Net Assets
June 30, 2004

2004 2005
Assets
Current ond other assets ) 344,196 i 286,177
Caopital assets - net of accumutated depreciafion 180,708 202,622
Total assets 524,904 488,799
Liabilifies
Current lighilities 123,751 76,280
Net Assefs
Investment in copital assets . 180,708 202,622
Restricted 5.8%0 5,774
Unrestricted 214,555 204,122
Toinl net assets 3 401,153 3 412,519

At the end of the fiscal year, Whitefish Township Community Schools is oble to report
positive balances in all three categories of net assets. Nearly haif of the School's net
ossels is ifs invesiment in copital assefs [land, consiruction in progress, buildings,
equipment ond vehicles), less any related debt vsed to acgquire those assets that is still
putsianding. The School uses these capital ossefs in providing educational services.
conseguently these assets are not available for future spending.

Tne second poriicn of net assefs, reskicted net assefs, represents resources that are
subject to external reskictions on how they may be used. This would include restrictions
for debt service and capital projects.

Tne remaining portion of net assets, unresiniciad net assets, may be used ol the School's
discretion to meet ongoing obligations.
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The resulis for the School as a whole are reported in the Statement of Activities, which is

summoarized below:

WHITEFISH TOWNSHIP COMMUNITY SCHOOLS

Statement of Activities

Years Ended June 30, 2006 and 2005

2006 2005
Revenue
Program ravenue:
Charges for services $ 8,106 % 7.748
Grants and conitributions 132,799 137.416
General revenue:
Property taxes 648,696 605,768
State Aid, unrestricied 217.378 322,100
Interest and investrment earnings 7.505 3.330
Other 13,121 13,382
Total revenues 1,025,605 1,089,744
Function/Program Expenses
Instruction 531,951 474,963
Suppor services 399,564 395,616
Cormnmunity services - 8,32%
Food services 64,310 73,919
Athietics 15,141 14,854
Depreciation (unaliocgated) 26,003 25,187
Totol expenses 1,036,271 994,868
Change in net assets (11,366 94,876
Net assets - beginning of year 412,519 317.643
Net assets - end of year $ 401,183 $ 412,519

As reported above, the School recorded $1,034.%971 of expenses. These expenses were
funded minimally by charges for services, The majority of the School's revenues were
from property taxes (63%). unresiricted siale aid (21%). ond grants and contributions
[123%.

The School's experienced a decrease in net assels this yeaor, There was a substaniial
decrease, 33% in State revenues while expenses conlinued 1o increase at 4% A 7%
increqse in property taxes was not enough 1o overcome the State shortfall.

111



Fund Financial Analysis

As of year end, the governmental funds reported o combined fund balonce of $220.445
which is $10,548 higher than the beginning of the year $209,897. The increase was not
nearly os great as the $114,568 increase last vear for the same reasons as noted above
for the net asset decrease. The difierence between the changes in net assets and fund
balances for Whitefish Township Community Schools is that depreciation is recognized in
the determination of net assets and capital outioy expendilures are not. In the cument
year, depreciation expense of $26,003 exceeded capiial outlay expenditures of $4,089%.

General Fund Budgetary Highllghts

Final budgeted revenues increased from the original budgeted revenues. This was
otfributable to the Federal freedom to Leam Grant which was not included in 1he
origina! budget.

Finol budgeted expendiiures also increased from the original budgeted amounis.  This
was also largely the result of the Freedom to Leam grant which was used 10 purchase
computers for high schoot instruction. Otherwise, final budgeted expenditures would
have been slightly less than the criginal budget.

final revenues were within $500 of ihe final budget.

Final expenditures were less than final budgeted amounts by over 312,000, This was
primarily the resull of actual ofher support services for technology being less than
budgeted. in part this is ihe result of the budget reflecting the board's decision to
designate $12,000 of fund balance for technology.

Capital Assets

At June 30. 2004 the School had $180.708 {net of accumulated deprecialion) investad in
capital assets, The following table summarizes the capilal asset aclivity for the year:

WHITEFISH TOWNSHIPCOMMUNITY SCHOCLS
Year Ended June 30, 2004

July 1, 2005 Additions Disposals June 30, 2006

Buildings and improvements 3 611,407 3 - - $ 811,407
Eurniture and equipment 25,495 ' 4,089 - 29,584
Vehicles 147,584 147,564
Total capital assets 784 444 4,089 - 788,555
Less accum depreciation 581,844 26,003 - 607,847
Net capital assets 3 202,622 $ [21.914) 3 180,708

v



Economic Foctors

Recognition by the siate legislature that all children deserve a quality, basic education
and their willingness to approprate funding to five geographically, isolated districts hod
a huge impact on Whitefish Township Community Schools, State aid in the form of
Section 22d funds aliows this district to remain solvent,

For the 2003-04 scheol year, the disirict had to reduce the secondoary sioff from four
teochers 10 three teachers. With the addition of the 22d funds, the disitict was able 1o
hire bock o social studies/hisiory teacher for the second semester of 2004-05, securing
complionce with No Child Left Behind by having four highly qualified secondary
teachers. Prior 10 224 funds, there was no place eise for the district to cut withoul further
compromising education. The disirict was able to increase custodial time allowing for
cleaning of the building, allow more hours for speciol education teacher, ond provide o
one hour per day office assistant o their only secretary/bookkeeper. Kindergarien
through 8" grades confinue to remain in cembined classrooms of tnree grodes per
classroom.

The 2005-Gé school year has brought about pians for much needed physical
improvements to the building that will commence during the summer/icll of 2006, Prior 1o
Section 22d funding. we did not have ionds to address the falling condition of our
building. The 2004-07 school year brings about plans to expand our cumiculum offerings
and proceed with ongoing curriculum alignment.

The increasing cost of health insurance and retfirement confinue to be two of the targest
increases to the budgel.

Whitefish Township Schoot is the hub of the communily. Residents and visitors rely on the
school for disseminalion of information; for medical help; for aclivities. and loccl refuge in
times of need. Students rely on school activilies to enhance posilive social interaction;
this is the only place in our community 1o provide exira-curricutar activities for students.
we must maintgin this vilal component of the Poradise communify,

Concerns of the disirict include continuation of Seciion 22d funds, which is vital fo the
district's existence, and the ability to maintain quality programs with spiraling costs.

Points of pride include small class size, highly gualified staff, Interactive Television and
MVHS long distance learning, laptop and wireless technolegy including computers for
sach chiid in grades 3-12 through the FIL program. Whitefish Township Community
School has experenced o revilalization of school ciimate, which cllows for positive
student achievemeni. Whitefish Township Community Scheools has been recognized by
Standard and Poors as one of 43 outperforming school disiricts in the Siate of Michigan.

Financiat Confact

The School's finonciol staiements are designed 10 prasent users with a general overview
af the School's finances, Quesiions concearning any of the information provided in this
report or requests for odditionat financial information should be directed fowards the
Business Office, Whitefish Township Community Schools.



WHITEFISH TOWNSHIP COMMUNITY SCHOOQLS
Staterment of Net Assets
June 30, 2004

Governmental
Activities
Assets
Current Assefs
Cash 3 299,037
Due from other governmenial units 43,610
inventories 1,549
Totat current asseis 344,196
Nencurrent Assets
Capital assets 788.535
Less: accumulaied depreciation 607,847
Toial noncurrent assets 180,708
Toial assets $ 524904
Liabil#ies and Net Assets
Current Liabilifies
Accounts payable 3 36173
Due to other governmental units 52,085
Accrued expenses 35,493
Total current habkilities 123,751
Net Assets
investment in capital assets, net of related debt 180,708
Rastricted for debt service 5,610
Restricied for capital projects 280
Unrestricied 214,555
Toial net assets 401,153
Total liabilities and net assets ) 524,904

see accompanying noles 1o he batic Iinancial stalements. 3



v SILSLUBYOIS [DISUDU) 280G a4Y) o) $8jou ButhundhuwunIdn 3388

gcelriop § IDBA Jo pud - s}assb jaN
&1Ly mwak jo Buiuuibaq - 5jasso jaN
(99¢11} s}assp Jau ul abupy)
00788 sanuaAa!l jp1auab |Djo|
FANE 1BYIO
505/ sBULIDS JUBLUsRAUL PUD (S8 U
887217 pPaJ2ussIUN DIy 9|DIS
269°8F9 sasodind (p1suab 10| palas| “saxp} Aledold
RENed}

S2NUSASI DIBUSC)

(990°948) 000'Ze $ 8627001 $ 9018 $ L2679C0°1 § S3IPAN 2D IDjUBWIBACH |D|0)

{£00°92) - - - £00'9¢ {pajpo0)pun) uoyosIdaq
{e/v°El) - 87/ 048 Lr1sl SOlBIY}Y
(118'9z) - £87°0¢ 917/ 0LETY §801AI9S DOOY
(99588¢) - 000 L L - 995648 saoiaes poddng
€1 1wyl ¢ 000¢CE ¢ 8cs'8¢ ¢ - $ 1$6°1£S $ US| SY|

SBIIALDY JOJUSUILLISAOD
swpiBold/suolound

SOINAIDY SLIOUNCUIUOD PUD  SUOHNTLIUCT PUD ERTNEN sasuadxg
[DIUBLILLIBAQ D SUDIS pYdD T sjunioy Buypisdo Joj sabioyn)
S199sY sanuUaAdy WD1Boud

19 W sabuoyn
pupn [asuadyg)
anuaAsy 19N
900C '0f 3uUnf papug o3y
S3{IADY Jo juallaibis
STOOHDS ALNNWWOD dIHSNMOL HST43IIHM



WHITEFISH TOWNSHIP COMMUNITY SCHOQLS
Governmenial Funds
Balance Sheet
June 30, 2006

Other
Nonmajor
Governmeanial
General Cafeteria Funds Total
Assets
Cash $ 284,041 % 8,119 $ 6.877 3 299,037
Due froam other funds - 9.970 - 2,970
Due from other govemmenial units 40,137 3.473 - 43.610
Inventory - 1,549 - 1,549
Jotal assets $ 324,178 $ 23,111 3 46,877 3 354,166
liabilities and Fund Balances
Liabilities:
Accounis pavable 3 36173 % - $ - $ 36,173
Due to other funds g.970 - - 9,970
Due to other govemmental units 52,085 - - 52,085
Accrued expenditures 35,493 - - 35,493
Total liabililies 133,721 - - 133,721
Fund Balances:
Raserved for inventones - 1.54% - 1,549
kReserved for debt service - - 5610 5610
Reserved {or capiial improvemenis ' - - 280 280
Unreserved:
Designated for technology 12.000 - - 12.000
Undesignated 178,457 21,562 987 201,006
Total fund balances 190,457 23311 6877 220,445
Total iabilifies and fund
balances 3 324,178 $ 23,111 $ 6877 % 354,166

See occompanying notes ic the baosic financial siotements. 5



WHITEFISH TOWNSHIP COMMUNITY SCHOOLS
Governmenfal Funds
rReconciliation of Balance Sheet of Governmental Funds fo Net Assets
June 30, 2004

Total Fund Balances - Governmental Funds 3 220.445

Amaunis reported for governmental activities in the statement
of net assets are different becouse:

Capital assets used in governmental activilies are not financial
resources and are not reported in the governmenital funds
balonce sheet

Cost of capital assets 788.555
Accumuiated depreciation {607,847)
Total Net Assefs - Governmental Acfivifies $ 401,153

See accompanying notes to the basic financiol sialements. 6



WHITEFISH TOWNSHIP COMMUNITY SCHOOLS
Governmental Funds
Statement of Revenues, Expendftures and Changes in Fund Balances
Year Ended June 30, 2004

Other
Nonmajor
Governmental
General Cateteria Funds Total
Revenues.
Local sourceas $ 660,774 3 7.468 3 1,845 ¥ 670.089
State sources 220,077 4,202 - 226,279
Federal sources 105,156 24,081 - 129,237
Totol revenues 986.00% 37.751 1.845 1,025,605
Expenditures;
Current:
Instruction 531,951 - - 531,951
Support services 393,384 - - 393,384
Food service - 64,310 - 64,310
Athletics - - 15,141 15,141
infergovernmental payments 10,27 - - 10,271
Total expenditures $35,606 64,310 15,141 1,015057
Excess {deficiency) of
revenues over expenditures 50,403 [26,559) {13.296) 10,548
Other financing sources {uses):
Cperating ransfers in - 27,479 13,531 41,010
Cperating transfers out {41.010] - - [41.010)
Total other financing
sources {uses) (41,010 27,479 13,531 -
Net change in fund baiances 9,393 920 235 10,548
Fund baiances - beginning of year 131,064 22,191 6,642 209,897
Fund balances - end of year $ 190,457 $ 23,111 3 6,877 $ 220,445

See accompanying noles 1o the bosic finoncial stalements. 7



WHITEFISH TOWNSHIP COMMUNITY SCHOOLS
Governmental Funds
Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
fo the Statement of Activities
Year Ended June 30, 2004

Net Change in Fund Balances - Total Governmental Funds

Armounts reportfed for governmeantal activities in the statement
of net assets are different because:

Capital outlays are repored In governmental funds as expenditures,
However, in the statement of actlivities, the cost of those assets is
allocated over thelr estimated useiul lives as depreciaiion expense.
This is the amount by which depreciation expense exceeds capital
outlay expendilures that were copitalized in the period.

Change In Net Assets - Govermnmental Activities

See accompanying notes 1o the basic financicl starements 8

$ 10,548
21,914
$ (11,366




WHITEFISH TOWNSHIP COMMUNITY SCHOOLS
Fiduciary Fund
Statement of Fiduciary Net Assets
June 30, 2004

Student Activities
Agency Fund

Asseis

Cash $ 48,214
liabilities

Due io student groups $ 48,214

See accompanying notes o the basic inangial statements. 9



NOTE 1:

WHITEFISH TOWNSHIP COMMUNITY SCHOOLS
NOTES TO FINANCIAL STATEMENTS
June 30, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Whitefish Township Communify Schoots {the "School Distict"] operates under a Boord-
Superiniendent form of government and provides education services to its residents. The
accouniing policies of the School District conform 1o accounting principles generally
acceptedin the United States of America [GAAP) as opplicable to governmental units. The
following is o summary of the significant policies used by the School District;

Reporting Enfity

The accompanying financial sictements have been prepared in accordance with criteria
established by Governmental Accounting Standards Board Siaternent {GASBS) No. 14 {and
amended by GASBS Ne, 37]. GASBS i4 stales the primary basis for determining whether
outside agencies and organizations shouid be considered component units of the School
District and included in the School District's financial statements is financial accountability.
Financial accouniabitity has been defined as follows: A primary govermnment has substantive
authority to appoint a voling maijority of the component unit’s board; the primary
government is either able 1o impose iis will on a component unit or there ts a pelential for
the component unit to provide specific financial burdens on the primary governmeant; and
the component unit is fiscally dependent on the primary government. The School District has
no component units.

Basic Financial Statements — Overview

The School District's basic financial sioternents include both government-wide {reporting the
School District as o whole) and fund financidal statements (reporfing the Schoo! Disirict's
major funds). Both the government-wide and fund financial siotemenis categorize primary
activities as either governmenial or business type., Governmental activities, which normailly
are supported by taxes and intergovernmental revenues, are reported separately from
business fype aclivities, which rety to a significant extent on feaes and charges for support. All
of the School Disirict's activiiies are considered governmenial aclivilies.

Basic Financial Statements - Government-Wide Statements

The government-wide financial staiements report information on alf of the nonfiguciary
aclivifies of the primary government. These stkalemenis are reported using the economic
resources measurement focus and e full accrual basts of accounting. As a general ruig,
ihe effect of interfund activity has been eliminated from the government-wide financial
statements. The government-wide focus is more on operaticnot efficiency, the sustainability
of the School District as an entity and the change in the School District's nel assets resulting
from the current year's activities.

in the governmeni-wide Statement of Net Assets, the governmental activilies column is
presented on a consalidated basis. Due to the full accrual, economic resource baosis, all
long-term assets and receivables, as well asiong-term debf and obligafions are recognized.
The School District's net assets are reperted in three paris - invested in capiiat assets, net of
related debt; resiricted net assets; and urrestricted net assets. The School District first utilizes
resfricted resources o finance qualitying activities,



NOTE 1:

NOTES TO FINANCIAL STATEMENTS - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Basic Fingnciai Statements - Government-Wide Statements - Confinved

The government-wide Slatement of Activities, due to the full accrual, economic resource
basis, records revenue when it is earned and expenses when a liability isincurred, regardiess
of the fiming of related cash flows. The Statement of Activilies demonsirates the degree to
which the direct expenses of a given function are offset by program revenues. Direct
expenses are those that are clearly identifiable with a specific funclion. Program revenue
includes (1) charges 1o customers who purchase, use or directly benefit from goods, services.,
or privileges provided by a given functlion and {2) grants and contributions that are restricted
to meeling the opercalionol or capitol requirements of o paricular function, Taxes,
unrestricted Siate Aid and other items not properly included among program revenues are
reporied s general revenue. Any net costs, by function, are allocaied to the general
revenue,

Basic Financial Stafements - Fund Financial Statements

The financial transaclions of the School District are reporied in individual funds in the fund
financial statemenis. The operations of each fund are accounted for with @ separate set of
self-balancing accounts that comprise its assets, liabififies, fund equity, revenues ond
expenditures. The emphgsis in the fund financig! siatements is on the maojor funds in the
governmental aclivities calegory. GASBS No. 34 sets forth minimuim criteria (percentage of
the assets, liabilities, revenues ar expenditures of the governmenial funds) for ihe
determinction of major funds. The Schoo! District's major funds, as described below, are the
General Fund and Cafeteria Fund. Non-major funds by category are summarized into o
single column.

The governmental funds finoncial statements are reported using the current financiat
resources measurement focus and the modified accrual basis of accouniing. Revenues are
recordedin the accounling period in which they become both available and measurable.
Revenues are available when received within the current period or within 60 days after
year-end. Expendiiures are recorded in the accouniing period in which the liability s
incured. The exception to this generdl rule is principal and interest on general obligotion
long-term debt, if any, is recognized when due.

The focus of the fund financicl statementsis upon the determination of financial position and
changes in financial posilion {sources, uses, and balances of financial resources),

Government resources are alliocated to and accounied forin individual funds ased upon
the purposes for which they are ¢ be spent and the means by which spending aciivities
are controlled. The vorious funds ore grouped, in the financiai statements in 1his report, into
generic fund types and brood fund categories as follows:

Governmental Funds

Governmental funds are those funds through which most school district functions
typically are financed. The acauisition, use and balonces of the School Disirict's
expendable financial resources ang the reiated current liobiliies are occounted for
through governmental funds.

General fund - The General Fund is used o record the general operafions of the School

District periaining to education and those cperaiions not provided for in other funds.
The General Fund is o major fund of the School District,

1



NOTE 1:

NOTES TO FINANCIAL STATEMENTS - CONTINUED

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Basic Financiaf Statements - Fund Financial $tatemenis - Continved

Governmental Funds - Confinued

Specicl Revenue Funds - Special Revenue Funds are used to account for the proceeds
of specific revenue sources that are resiricied to expenditures for specified purposes,

School Service Funds — The School Service Funds are used 1o segregate, for
adminisfralive purposes, the transactions of a paricular activity from regular
revenue and expendiiure accounis. The Schoot District mainiains full control of
fhese funds. The School Service Funds maintained by the School District ore the
Caofeteria and Athlelics Funds. The Cafeleria Fundis a major fund of the School
District.

Debt Service Funds — The Debt Retirement Funds are used to record tax and interest
revenue and the poyment of interest, principal and other expenditures on iong-term
bonded debi. The School District maintains the General Obligation Debt Service Fund.

Capital Project Funds - The Capital Project Funds are used to record property iox
revenues, bond proceeds or other revenue and the disbursement of monies specifically
designated for acquiing new school sites, buildings. equipment, and for major
remodeling and repdgirs. These funds are kept open until the purpose for which they
were created has been accompiished. The Schaooi District maintains o Copital Project
Fund.

Fiduciary Funds

Fiduciary Funds are used to account for assets held by the Schoo! District in & trusige or
agency capacity for others and therefore are not avoiloble to suppor! Schaoo! Disirict
programs. Since these funds cannof be used 1o address activities or obiigotions of the
School District, these funds are net incormporated into the government-wide statements.
Fiduciary fund statements are reported using the economic resources measurement
focus and the occrual basis of accouniing. The following agency fundis presented in
the Statement of Fiduciary Net Assets:

Student activities Agency Fund - The Schoo! Disirict presently maintains a
Student Aciivities Agency Fund to record the fransaciions of student groups for
school and school-related purposes. The funds are segregated and heid by the
School District for the students.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, demand deposits and other accounts
that have the generat characteristics of demand depaosits.

investmenfis

Investments are stated at fair market value.,
Inveniories

Inveniories are stated at cost, which approximates market, wsing the first-in/first-out (FIFO)
method. inveniory recorded in the Cafeteria Fund consists of food ond paper goods.
Disbursermenis for inventory-type items are recorded al the time of use in the Cofeteria Fund.
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NOTE I:

NOTE 2:

NOTE 3:

NOTES TO FINANCIAL STATEMENTS - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Capitaf Assets

Capital assets, which include land, buildings, equipment and vehicles are reported in the
Statement of Net Assets in the govermnment-wide finoncial siatements. Capital assets are
delined by the School Disirict as assets that are purchased or aequired with an eoriginol cost of
$3.000 or more and an estimated useful life in excess of one yeor. Such asseis are reported of
histerical cost or estimated historical cost. Coniributed assets are reported ot falr morket
value as of the dale donated. Additions, improvements and other capital autiay that
significantly extend ihe useful life of an asset, or increase its copacity or efficiency. are
capitalized. Other costs incurred for repairs and mainfenance is expensed as incumed,
Depreciation on all assels is provided on the straighi-iine basis over the following estimaied
useful iives:

Buildings and improvemenits 20-50 years

Furniture and other equipment S-15 years

Comparative Data

Comparative total dala for the prior year is not included in the School District's financial
statements.

BUDGETING /COMPLIANCE

The School Disirict is required under Public Act 621 to adopt a budget for the General and
Special Revenue Funds. Annual budgets ore adopted on a basis consistent with generally
accepled accounting principles and Stale law for these funds. State low requires the Schoo
District 1o have its budget in place by July 1, Expenditures in excess of amounts budgeted
are a violation of Michigan low. State law permits districts io amend their budgets durng The
year. All annual approprictions lapse af year-end.

The presentation of budgetary information is required for the Generol Fund and all major
Special Revenue Funds (Cafeteria Fund). In the required supplementadl information section,
the School District’s actual and budgeted expendiiures for the General Fund and Cafeterto
are presented. The School! District did not have an excess of expenditures over apprepriations
for the General Fund or its Special Revenue Funds.

CASH AND INVESTMENTS

Cash Deposifs

State statutes and the School District's investment policy authorize the School District to make
deposits in the accounts of federally insured banks, credit unions, and savings and toan
gssociations that have an office in Michigan; the Schoo! District is altowed 1o invest in U.S.
Trecsury or Agency cobligations, U.S. government repurchase agreements, bankers
accepiances, commercial paper rated prime ot the time of purchase that matures not more
than 270 days after the date of purchase, mutual funds, and investment pools that are
composed of authorized invesiment vehicles. The School District's deposits are in accordance
with statutory authority,
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NOTE 3:

NOTE 4:

NOTES TO FINANCIAL STATEMENTS - CONTINUED

CASH AND INVESTMENTS - CONTINUED

Custodial Credit Risk - Deposits. Custadial credit risk is the risk that in the event of ¢ baonk
failure, the School District's deposiis may not be returned o it. At year-end, the camying
amouni of the School District's deposits for both governmenial activities and fiduciary funds
was $347.251 and the bank balance was 3387,124. Of the bank bokince, $116,188 was
covered Dy federal depository insurance. The remaining $271.008 was uninsured and
uncollateralized. Stale statutes prohibit secuwrity in the form of coliateral, surety bonds or
ancther form be iaken for the deposit of public funds.

PROPERTY TAXES

Propery foxes are levied and become a lien on property as of December 1 on the Stote
taxable valuation of property in the School District as of the preceding December 31.

Froperty toxes are recognized as revenue in ihe fiscal year they are levied. The Michigan
School Accounting Manual requires property taxes receivable be wattten off in the curent
yedr if not received within 40 days of the end of the previous year, This gpplies 10 both the
government-wide (fuli accrual) and the fund {modified accrual) financial statements. There
is no significant depanrure from the full accrual basis of accounting using this me thod.

The 20035 Staie taxable valuation of non-homestead properly as of April 2¢, 2006, for Whitefish
Township Community Schools totaled $34,224,296 on which taxes levied consisted of 18 milis
for operaling purposes. These amounts are recognized in the Gensral Fund,

Clossification of assessed property between homesteod vs, non-homestead is subject 1o
change. In addition, Michigan Tax Tripunal and Board of Review changes throughout ihe
vear affect the totat taxable valuaiion.



NOTES TO FINANCIAL STATEMENTS - CONTINUED
NOTE 5: CAPITAL ASSETS

Capital asset activity for the School District's govermnmenial activities was as follows:

Balance Bolance
July 1, 2008 Additions Disposais  June 30, 2004

Capiicl assets being deprecioted:

Buildings and improvements § 411407 % - % - $ 411,407
Fumiture and eguipment 25,495 - - 25,495
Vehicles 147,564 4,089 - 151,653
Subtotal 784,466 4,089 - 788.555
Accumulated depreciation:
Builcings and improvements 445,323 18,035 - 463,358
Furniture and egquipment 20,785 1,603 - 22,388
Vehicles 115,734 6,365 - 122,101
Subtotal 581,844 26,003 - 407,847
Net capital assels being depreciated § 202622 % (21914 § - $ 180708

Governmental activilies depreciation expense was charged as follows:

Unallocated % 26,003

NOTE & INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

The interfund balances are as follows:

Receivable fund Pavable Fund Amount

Cafeteria General 3 9970

The General Fund owes the Cofeterta Fund $9.97C for State Aid and Federal Grants received
for Cofeteria expenditures deposited initially into the General Fund.

interfund transters consist of the following:

The General Fund made transiers in the amounts of $27.47% {o the Coleteric Fund and

$13.531 to the Athletic Fund. The General Fund makes transters on a yearly basis o support
these Funds.
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NOTE 7:

NOTES TO FINANCIAL STATEMENTS - CONTINUED
DEFINED BENEFIT PENSION PLAN AND POST EMPLOYMENT BENEFITS

Whitefish Township Community Schools confributes fo the Michigan Public School Employees
Retirement System [MPSERS), o cost sharing, mulfiple employers, state wide public employee
refiremeni plon governed by the State of Michigan and crecied in 1915, MPSERS was
established by the State of Michigan for purposes of providing refirement, surviver and
disabiity benefits o the State's public school employeess. MPSERS now operates under the
provisions of Public Act 300 of 1980, as amendad. MPSERS issues a publicty available financial
report that includes finoncial statements oand reguired supplementory information for MPSERS.
That report may be obtained by writing o Michigan Public Schoal Employees Refirement
System, 7150 Haris Drive, P.O. Box 30024. Lansing, M1 48909-7526 or by colling {517) 322-6278,

Prior 10 Jonuary Y, 1990, MPSERS provided a choice of two retiremeni plans, the Basic Plan,
which required no employee contribuiion and the Member Investment Plan [MIP). For
members hired on January 1, 1990 or aiter, membership in MIP is mandatory. MIP members
are required to contiibute 3 to 4.3 percent of their annual covered salary ond Whitefish
Township Community Schools is required 1o conviouie ol an actuarially determined rate. The
current rate is 16.34% of annual covered payroll, of which opproximately 6.55%is for other post
employmeni benefits (see below]. The contibulion requirements of plan members and
Whitefish Township Community Schools are established and may be amended by the MPSERS
Board.

The School District's confribution 1o MPSERS for the years ending June 30, 2004, 2005 and 2004
were $80.,852, $70,344 and $45.773 respectively. equal 1o the required coniribuiions for each
yeor.

Other post employment benefits

Also under the MPSERS Act, all redirees have the option of continuing hedlih, dental and vision
coverage which are funded on o cash disbursement basis. Refirges having these caoverages
confribute an amount approximately equivalert to the monihly cost for Part B Medicare and
10% of the monthly premium amount for healtn, dental and vision coverages.

The number of plan paricipants and other relevant fingncial information consisted of the
following af Septembper 30, 20035, the date of the latest acluariat valuation.

Eligibte refired portficipants 151,706
Farticipants receiving benefils:

Health 115.071
Dental/Vision 122,291
Expenses for the year $761,695,958
Payroll contribution raie 6.55%



NOTE &:

NCTE :

NOTES TO FINANCIAL STATEMENTS - CONTINUED
RESERVES AND DESIGNATIONS OF FUND BALANCES
Major Governmental Funds

General Fund - The General Fund designated fund balance includes amounts for
fechnology expenditures.

Cofeteria Fund - The Cafeteria Fund reserved fund balance includes amounts for inventories.

Nonmajor Governmental Funds

Capital Project Fund - The Capital Project Fund has a reserved fund balonce for the
acquisition and/or construction of major capital assefs.

Debt Service Fund - The Debi Service Fund's reserved fund boiance represents resources
legolly restricied for the payment of principal and interest amounts maturing in future years.

RISK MANAGEMENT

The School Disirict camies commercial insurance for risks of loss, including property and
emptoyee health insurance. Sefiled claims resulling from these risks have not exceeded
commercicl insurance coverage in any of the past three fiscal years.

The School District also belongs 1o the SEG Self-insured Workers' Disability Compensation Fund.
o public enfity risk pool currently operating s o commaon risk management ond workers'
compensation insurance program for various schod! districts throughout the state, The School
Districi pays an annual premium {or iis workers’ compensaiion insuronce coverage. The pool
is self-sustaining through member premivms and reinsures through commerciol companies for
claims in excess of $500,000 for each insured event, Although the School District could be
assessed chorges teyond the annual premium, the likelhood of recelving such an assessment
is minimal.
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REQUIRED SUPPLEMENTAL INFORMATION



WHITEFISH TOWNSHIF COMMUNITY SCHOOLS

Revenues:
Local seurces
Siafe sources
Federal sources

Total revenues

Expenditures:
Current:
instruction:
Basic programs
Acdded needs
support services:
Pupit
Instructional staff
General agministration
school administration
Busingss services
Operation and mainfenance
Pupil tfransportation services
Other support services
intergovernmeniol poyments

Tolal expenditures

Excess (deficiency) of
revenues over expenditures

Other financing sources [uses):
Operating fransfers out

Net change in fund balance
Fund balance - beginning of year

Fund baiance - end of year

Required Supplementary Infermation
Budgetary Comparison Schedule
General Fund

Year Ended June 30, 2004

Varionce with

Original Final Final Budget
Budgel Budget Aciual Over/{Under)
$ 646313 § 661,692  $ 660,776 $ {(914)
204,250 218.743 220077 1,334
72,848 105,154 105,156 2
$23,411 985,589 986,009 420
425,306 455,712 454,196 (1.516]
76,624 79.832 77,735 [2.077)
20,096 19,054 19.052 {2}
5878 5,942 4,738 {1.204)
181,863 173,124 169,870 {3,256)
10,320 12,711 12,704 (7]
13315 3.556 7.724 4,148
112,878 109,328 110,295 267
52912 58.131 57,438 [693)
12,918 19.982 11,563 (8.417)
9,800 10,271 10,271 -
921,710 947.645 935,606 {12.039)
1,70) 37,944 50,403 12,459
[42.186) [40.661) {41,010) 1349}
{40,485) {2,717) 9,393 12,110
140.250 181,064 181,064 -
$ 99.765 $ 178,347 N 190,457 $ 12,110

See accompanying noles fo the bosic financial stotements. 18



WHITEFISK TOWNSHIP COMMUNITY SCHOOLS
Required Supplementary Information
Budgetary Comparison Schedule
C afeteria
Year Ended June 30, 2006

Varance with

Originail Fingl Fina!l Budget
Budget Budget Actual Qwver/{Under}
Revenues:

Local sources $ 7.510 $ 7.090 $ 7.468 3 378
State sources - - 6,202 6,202

Federal sources 25,500 25,948 24.08} {1.887)

Total revenues 33,000 33.058 37.75) 4,693
Expenditures:
Cument:
Food service 66,634 66,291 44,310 {1.981)
Excess {deficiency) of
revenues over expenditures [33,624) [33,233) {26,559) 6,674
Cther financing sources (uses);

Opergling transfers in 33,624 32,093 27 479 (4.614]
Net chonge in fund balance - {1.140) 920 2.060
Fund balance - beginning of year 18,108 22,191 22,19 -
Fund balance - end of year % 18,108 b 21,051 $ 2311 $ 2.060

See accompanying notes 1o the baosic inancial siotemends. 19



OTHER SUPPLEMENTAL INFORMATION



WHITEFISH TOWNSHIP COMMUNITY SCHOOLS
Cther Supplemental Information
Combining Balance Sheet
Nonmajor Governmental Funds
June 30, 2006

Special Revenue Capiial Project

Debt Service

Fund Fund Fund
General
Athletics Sinking Obligation Total
Assets
Cash ¥ 987 $ 280 5,610 6.877
Fund Balances
Reserved for debt service P - 3 - 5,610 5,610
Reserved for capital improvements - 280 - 280
Unreserved:
Undesignated 987 - 87
Tofa! fund batances $ 987 3 280 5610 6,877
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WHITEFISH TOWNSHIP COMMUNITY SCHOOLS
Other Supplemenial Information
Combining Statement of Revenues, Expenditures and Changes in fund Balances
Nonmajor Governmental Funds
Year Ended June 30, 2004

Special Revenue Caopital Project Debl Service

Fund Fund Fund
General
Aihletics Sinking Obligation Total
Revenues:

Local sources $ 1,729 3 3 A 113 % 1.845
Expendifures:

Current:

Support services - - - -
Afhletics 15,141 - - 15,141
Caopital outlay - - - -
Total expenditures 15,141 - - 15,141
Excess {deficiency) of
revenues over expenditures {13.412) 3 113 [13.294)
Other financing sources {uses):

Operaling transfers in 13,531 - - 13,531
Net change in fund balances 1% 3 113 235
Fund balances - beginning of year 868 277 5,497 6,642
Fund balances - end of year $ 987 % 280 $ 5610 % 5,877
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Class of 2005

Class of 2004

Class of 2007

Copy machine
Special projects
Kitchen

Youth booster club
Student council
inferest

Yearbook
Miscellaneous
Elementary basketbhaill
Homecoming

8th Grade trip
Playground

Target

Velerans' Day fund
Sherrie used computers
Box tops
Library-Shemie Britton
Rachel Mills fund
Professional development
Mr. Earles
Greenships

Ski trip grant

Middie School
Theater

Athlelic boosters
2ist Century grant
Music card

Wellness challenge
Fran Bitnar Memaoricl
Scignce

Taylor Warren

Total

WRITEFISH TOWNSHIP COMMUNITY SCHOOLS
Other Supplemental infermation
Statement of Receipts and Disbursements
Fiduciary Fund
Year Ended June 30, 2006

Balance 2005-2006 Balance
July 1, 2005 Receipts Disbursements June 30, 2005
% - 3 18 3 - 3 18
1.377 20,432 21,799 10
. 1,024 1,045 (21)
4 - - 4
7.065 - - 7.065
602 - 100 502
12,406 354 - 12,762
267 439 413 293
12,660 1.082 - 13,742
39 1,309 1,348 -
[14) 734 715 5
32 - 32 -
60 - 40 -
203 - 203
214 - 147 767
71 189 232 28
166 - - 166
29 - - 29
484 35 198 321
74 - - 74
2,83} 128 500 2,45%
10 100 93 17
755 78 314 517
273 - 265 8
162 2,387 2,048 481
516 1,798 1,625 689
202 - 135 47
5.656 7.761 7.760 5,657
880 - - 880
415 - 206 209
- 500 457 43
- 1,115 - 1,115
- 200 96 104
- 2,000 2.000 -
3 48,139 3 41,685 3 41,610 % 48,214
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INTERNAL CONTROL, COMPLIANCE AND OTHER MATTERS



< Hill + Schroderus & Co., LLP

Certified Public Accountants & Consultants

August 10, 2006

REFORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Superiniendent and Boord of Education
whitefish Township Communify Schools
Paradise, Michigan

We have oudited the financial statemeants of the governmental activities, each maijcr fund and the
aggregate remaining fund information of Whitefish Township Community Schoofs as of and for the year-
endsd June 30, 2006, which collectively comprise Whitefish Township Communily Schools' basic financial
statements and have issued our report thereon daled August 10, 2006, We conducied our audit in
accordonce with auditing standards generally accepted in the United Stales of American and the
stoandards applicobie fo financial audits contained in Governmeni Auditing Standards, issued by the
Comptrolier General of the United States,

Internal Control Over Fingngial Reporting

In plonning ond performing our audit, we considered Whitefish Township Community Schools’ infernal
controf over financial reporiing in order fo determine our auditing procedures for the purpose of expressing
our opinions on the financial statements and not to provide an opinion on the internal contral over finoncial
reporting. Qur consideration of the imlernal control over financial reporiing would not necessorily disclose cfl
matters in the internal control over financial reporting that might be material weaknesses. A matenal
weakness is a reportable condilion in which the design or operation of one or more of the infernal control
components does not reduce (o arelatively low level the risk that misstatements caused by error orfraudin
amounts that would be matertal inrelalion 1o the financial siatements being audiied may occur and not be
detected within a fimely period by employees in the normal Course of pedorming their assigned functions.
We noted no mafters invoiving the infernal conirol over financial reporiing and ifs operation that we
consider o be moteral weaknesses.

Compliance and other mofiers

As part of obiaining reasonable assuraonce about whether Whitefish Township Commumfy Schooks' financial
statermnents are free of material misstalement, we performed iests of its compliance with cericin provisions of
laws, regutations, confracts ond grant agreements, noncompliance with which could nove ¢ direct and
material effect on the determination of financial statement amounis, However, providing an opinion on
comgliance with those provisions was not an objective of our audit, and accordingly. we do not express
suchn an opinion. The results of our fests disclosed no insfances of noncompliance or other matters that are
required 1o be reporied under Governrment Auditing Sfondards.

This report is intended solely for the information and use of management and Board of Education and is not
intended fo be and should not be used by anyone other than these specified pariies.

Wl obaedoun 4 U~

CERTIFED PUBLIC ACCOUNTANTS
Petoskey. Michigan
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NO MANAGEMENT LETTER WAS 1SSUED TO THE WHITEFISH TOWNSHIP COMMUNITY SCHOOLS FOR
THE YEAR ENDED JUNE 30, 2006



NO DATA COLLECTION FORM IS REQUIRED TO BE ISSUED TO THE WHITEFISH TOWNSHIP
COMMUNITY SCHOOLS FOR THE YEAR ENDED JUNE 30, 2006.



